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the Report

Our Approach to Reporting

This Annual Report endeavors to provide a holistic
assessment of the Muktinath Bikas Bank Limited's financial
and non-financial performance of FY 2078/79 which are
aimed at transparently communicating our sustainable
banking and value creation model to all our stakeholders.
Further, a balanced picture of Muktinath's corporate
governance, board and management structures, business
policies, management systems and its commitment towards
its stakeholders has been presented.

Frameworks, Guidelines, and Standards

The statutory & financial reports presented in this report

complies with the requirement of:

< Companies Act, 2063.

% Bank and Financial Institution Act, 2073.

+ Nepal Rastra Bank's Unified Directives, 2078 and other
directions issued in this regard.

< Regulations of Securities Exchange Board of Nepal.

Nepal Financial Reporting Standards issued by

Accounting Standards Board, Nepal
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Reporting Cycle

The information presented in this report pertains to the
period from 1st Shrawn 2078 to 32nd Asar 2079 (16th July
2021 to 16th July 2022).

Reporting Scope and Boundary
The non-financial information in this Report covers the
activities and progress of the Bank on a standalone basis.

Board and Management Assurance

The Report has been reviewed by the Board and the
management. The Board of Directors and the Bank's
management acknowledge their responsibility to ensure the
integrity of information covered in this report. They believe,
to the best of their knowledge, that this report addresses all
material issues and presents the integrated performance of
the Bank and its impact in a fair and accurate manner.

Feedback

Your valuable feedback is integral to the continuous
improvement of our Annual Report. Please mail us your
comments to info@muktinathbank.com.np.

This report can be viewed by
scanning this QR code. You
may also visit our website
www.muktinathbank.com.np
to read the report online.
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Know

MUKTINATH ¢ dte closelyy. . .

Our Journey

Muktinath Bikas Bank started its
operations from 3rd January 2007
in one of the remote locations

of Nepal i.e., in Putalibazaar,
Syangja as a Development Bank
licensed by the Central Bank for
rendering financial services to
three districts namely Syangjs,
Kaski and Tanahun of western
Nepal. Though the Bank started
its journey as the Development
Bank but the Bank has had a
core vision of bringing socio-
economic transformation in the
life of especially downtrodden

& financially poor people of
saciety. So, with this vision & the
reason in mind for coming into
the existence not due to desire of
the promoters only but primarily

due to the needs of local people
also, the Bank started rendering
both commercial banking services
and financial services for small
businesses as per the clientele’s
needs.

Thus, since the establishment,
the Bank has been rooting and
working for the deep-rooted
values of Access to Finance

& Financial Inclusion of the
community with a core principle
of "Janata Bank ma Hoina, Bank
Janata ma Janu Pardachha!” i.e.
“People should not come to Bank;
Bank should go to the doors

of people”. The Bank prioritized
opening branches in the rural
areas wherein the absence of any

in dire need for Banking services.
The customer-friendly products,
and door-to-door service facility
are the major factors for the
Bank's popularity and success
amongst the local populace of
the area. Under small business
solution model, the Bank started
Microfinance Program in its
host of services with starting a
dedicated department at central
office and branches to serve
low income but high potential
people with high productivity.
For serving both the Commercial
and Microfinance clients, the
Bank had adopted exemplary
mechanism which is believed

to be first of its kind where two
different technological systems
cater to the business model of the
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Bank by reaching out to both the
urban and remote populace of the
country for achieving the Bank's
primary goal of inclusive financial
transformation.

The Bank has come a long way as
one of the leading National Level
Development Banks from the then
10 district Development Bank and
3 district Development Banks

in the inception. While the Bank
continues to grow and expand in
all the financially viable places, we
remain steadfast in our dedication
to serving our customers and

our communities. From providing
finance for projects of national
interest, to supporting the private
sector with value-added services
with our sizable exposure in Micro
and Rural Finance, we feel our
Bank is logically deemed as one
of the key catalysts for socio-
economic transformation in the
country. We take pride in our
cutting-edge product lines and

dedicate resources to develop
new and better ways to enhance
the way the Bank functions.

As our Bank continues to move
forward, we're strengthening the
bridge between strategy and
sustainability. We stay agile and
responsive as we adapt to, and
help to create, new opportunities
through our relentless pursuing
of productive sector exposure,
resource mobilization and
technology adaptation. At the
same time, we're anchored by
fundamentals that don't change -
beginning with our accountability
to all Muktinath's stakeholders as
we work to earn and retain their
trust. The feeling of what we are
and what we aim is crucial for our
stakeholders and the promise we
share and deliver will enrich toward
our experience, So, we will always
remain constant to create mutual
beneficial relationships with all
our stakeholders; Customers,
Shareholders, Regulators,

Communities and Our people.

The Bank's continuous and
relentlessly effort in working
towards achieving its core
purpose of financial inclusion

and access to finance amongst
the rural populace was also
internationally recognized in 2020
AD, when the Bank was awarded
with the prestigious European
Microfinance Award 2020. As of
date, Bank has been recognized
for its financial works with many
awards and accolades which have
in fact humbled the Bank with
higher sense of responsibility and
accountability for further better
works in the days to come.

The Bank has a noticeable
Balance Sheet size of NPR 121.08
billion (equivalent to USD 949.9
Million) with a footprint of 178
branch outlets with 22 ATMs
spread across the country serving
more than 119 million happy
customers from diverse age,
communities and ethnic groups.

Our Business Models

Post pandemic followed by
supply chain disruption, rising
inflation, geopolitical stress
causing big concern for food

& energy security thereby
ballooning inflation and rising
interest rates, never ever a higher
sense of realization is observed
in the corporate world for the
sustainability of businesses.
Banking being no exception,
Muktinath Bikas Bank has

primarily focused on 6 dimensions,

Finance, Operations, Technology,
Organization, Business Model

and Reputation in the Bank. Of
this, it is understood that there is
greater need to review and ensure
the Business Model remains
pertinent for the short-term
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resilience and long-term growth in
a sustainable way. Hence, in line
with the original vision of the Bank
for serving its clientele base, the
Bank has business model under
two major financial intermediation
structures which are as below:

1. General Banking

Our General Banking wing offers a
wide range of financial services to
the general public and institutions
from accepting of deposits,
corporate and retail credit, project
financing, hire purchase financing,
trade financing, personal and
corporate banking others ancillary
services as being provided by

the commercial banks. Overall,
the objective of the General
Banking is to provide a secure and

convenient way for individuals and
businesses to manage and access
their money, and to help facilitate
financial needs.

2. Inclusive Banking

The unique model of the Bank
provides Inclusive Financial
Services which includes Micro
Banking, Small Banking, Directed
Banking, Impact (Partnership)
Banking and Agriculture
Cooperatives and Value Chain
(ACVC) Banking. Offering of
various types of suitable and
affordable financial services to
cater all corner of people is the
core objective of Inclusive Banking
established within the Bank.
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Commitment and
Involvement

Muktinath Bikas Bank is a proud
member of Global Alliance for
Banking on Values (GABV) and
endorses its Principles for
Responsible Banking (UNEP
Finance Initiatives), Smart
Campaign and Social Performance
Task Force (SPTF).

The Bank believes in good
governance and compliance as
set by the regulators and the
industry best practices. To ensure

the transparency and follow the
inclusive governance, the Bank
ensures disclosures of every
material decision that is required
to maintain the transparency and
good corporate governance.

The Bank is fully committed to
The Sustainable Development
Goals as passed by UNGAin
the year 2015. The Bank shall
undertake everything possible

through its forces to achieve

a better and more sustainable
future for all which includes

global matters related to poverty,
inequality, climate change,
environmental degradation, peace
and justice. The 17 Goals are all
interconnected, and in order to
leave no one behind, it is important
that we achieve them all by 2030.

Our Ecosystem

Muktinath ecosystem is closely
knitted group of companies whose
services are complementary

to each-other. While Banking
continues to be our core business,
over the years with a view to
diversify the investment of

the Bank, the Bank acquired
substantial stake in the Muktinath
Capital Limited and promoted
Muktinath Krishi Company
Limited.

1. Muktinath Capital Limited is
one of the pioneer investment/
merchant Banks of Nepal
licensed by Securities Board
of Nepal. It is principally
engaged in merchant banking
business and provided the
services of Registrar to
Shares, Issue Management,
Underwriting, Depository,
Portfolio Management
Services and offer advisory
services.

9g, aif
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2. Muktinath Krishi Company
Limited is a pioneer public
company in the agriculture
sector, was established in
2018 envisioning a gradual
change in the value chain
and supply chain of agri-
inputs transforming the
country towards the path
of self-sufficiency. The
present scenario exposes
the transformation Nepalese
agriculture is going through,
from subsistence towards
commercialization, mildly
and gradually at a time. This
is being achieved through
advances in mechanization,
better knowledge transfer,
quality inputs (seeds,
fertilizers, pesticides)
availability, and better crop
stand. MKCL is linked up
with every point of chain

) ARBON [ABIT Jb

that is binding agricultural
commercialization in Nepal.
From seeds to the kitchen
table, MKCL shows its valued
presence.

Our group companies have strong
synergies with us, thus enabling
Muktinath Bikas Bank Limited

to offer a wide range of financial
products and services.



Vision Values

Be the most preferred robust Goal Focused
Bank in Nepal while uplifting (cT&IdT Bodia)
socio-economic status of Result Oriented
people. (URUTSTERA)
ATREES T, SR = Ownership in the tasks
IBRE AADT ASMSDT JacT SABDT BUA (eorefer Bradiard)
FM gl | Well-being

(Jaifaa)

Mission
Become a leading, financially viable, socially acceptable, regulatory

compliant, environment friendly, inclusive financial services provider for all the
stakeholders' wellbeing.

T DU J&idI, ATHMTch JU JAdIANDI, BTdToidN Uldidg, aldla=UIeHl AN & Adigd Uciol Jig
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Reflection of

Won European
Microfinance Award

2020 & BPA Award. 2019.

Emerged as
No.1 Development
Bank of Nepal

2018

Established as
3 District
Development Bank
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@

2007

First Development Bank

o have accomplish
1 Billion + Profit,

Upgraded to
National Level
Development Bank.

2015

Started
Microfinance
Program.

—

2008
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Overview

* \Won Certificate of Merit on South
Asian Federation of Accountants
(SAFA) BPA Awards.

2022

Upgraded to
Ten District
Development Bank.

Crossed
Business of
NPR 1 billion.

2010 |
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Key Hnancial Highlights

~cMambers thial define us

NPR
121.08 BILLION

)4

NPR
108.43 BILLION

)4

DEPQOSITS

NPR
89.54 BILLION

)4

LOANS AND
ADVANCES

CAPITAL ADEQUACY
RATIO

NPR

>

EARNING PER
SHARES

BALANCE SHEET SIZE ;

)4

>

»

>

»

NPR
5.66 BILLION

PAID UP CAPITAL

NPR
1.93 BILLION

OPERATING PROFIT

NPR
1.34 BILLION

NET PROFIT

NPR

RETURN ON
EQUITY

NPR

RETURN ON
ASSETS
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Non-Hnancial Highlights

“cMumberns tial inspie us

57.34%

Women Borrowers

50y 530,358 122,193

Issuer Rating Mobile Banking Users Debit Cards Users

As on Asar End, 2079
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Our Key Performance

Indicators

“Testament to our consistent and, sustainable

Balance Sheet Size (in Million) Paid-up Capital (in Million)
Froorss I 20 P27 I 565
Py 207770 | o127 Fv2orr7e 4812
FY 2076-77 66,348 FY 2076-77 4,325
FY 2075-76 51,991 FY 2075-76 3,065
FY 2074-75 34,766 FY 2074-75 2,592
Implies our resilience, consistency and growth 5 Year CAGR of 23.39% when Industry CAGR is 22.39%

with 5 Year CAGR of 43.95%

Deposits (in Million) Loans (in Million)
Fr2os70 I 05425 FY2o7e7) I 5
Fv 20777 | o232 ryaorr7s [ 76,403
FY 2076-77 59,633 FY 2076-77 48,265
FY 2075-76 46,176 FY 2075-76 38,144
FY 2074-75 30,669 FY 2074-75 25,169

5 Year CAGR of 45.24% when Industry CAGR is 16.69%

5 Year CAGR of 42.65%, when Industry CAGR is 18.98%

Net Interest Income (in Million) Net Profit (in Million)
Fy 2078-79 | 3,330 Fy 2078-79 | 1,342
Fy2077-78 [ 2,789 Fy 2077-78 | 1,156
FY 2076-77 2,259 FY 2076-77 707
FY 2075-76 1,895 FY 2075-76 856
FY 2074-75 1,311 FY 2074-75 624

Robust Net Interest Income Growth of 19.41% on YOY basis on
account of healthy loans growth in previous year.

9g, aif
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Sustainable profit with 22.50% average growth in 5 Year

>
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Earnings Per Share (in Rupees) Returns on Equity (in Percent)
Fy207a-79 | 23.72 Fy207s-79 [ 16.61
Fy2077-7¢ [ 24.03 Fy2077-7¢ [ 16.94
FY 2076-77 16.56 FY 2076-77 12.16
FY 2075-76 27.94 FY 2075-76 19.24
FY 2074-75 20.45 FY 2074-75 15.87
Backed by the sustainable returns with 5 Years Average 5 Years Average ROE of 16.17% implying sound returns on
EPS of NPR 22.54 equity

----------------------------------- Assets Quality o e Capital Ad@QUEAGY s
Non-Performing Assets (in Percent) Total Capital Fund/RWE (in Percent)
Fy 207379 | 0.21% Fy2073-79 | 11.80
Fy2077-7¢ | 0.23% Fy2077-7¢ [ 11.18
FY 2076-77 0.26% FY 2076-77 13.23
FY 2075-76 0.07% FY 2075-76 13.44
FY 2074-75 0.004% FY 2074-75 14.20
Best-in-Class Assets Quality Healthy CAR to support the business growth

Market Price Per Share (in Rupees) Market Capitalization (in Million)
ry 2078-79 [ 439.90 Fy 2078-79 I 24,885.94
ry 2077-7¢ [ 657 Fy 2077-7¢ NN 31611.89
13,493.97
FY 2076-77 312 FY 2076-77
11,339.61
FY 2075-76 370 FY 2075-76 9,796.87
FY 2074-75 378 FY 2074-75 14,979.78
Price Earning Ratio (in Times)
Fy 2078-79 [N 18.55
Fy 207778 [N 27.34
FY 2076-77 18.84
FY 2075-76 13.24
FY 2074-75 18.48

P
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Loan & Deposit Mix

Loan Mix

N

3.26%

7795%

Collateral of
Properties

Fixed Deposit
Receipts

15.61%

Group & Personal
Guarantee

Non
Government
Securities

0.60%

Gold and
Silver

Others

Collateral-wise Loans & Advances

1887%  1266% 1.68%

Deprived
Overdraft Sector Loan

Residential
Home Loan
(Upto Rs. 15 Mio)

6.42%

Real Estate
Loan

35.23%

Term

Loan Other

7.89%

Products

407%

Loan

2.27%

Margin
Nature Loan

0.96%

Demand & Other
Working Capital Loan

| Product-wise Loans & Advances

ag, ait
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Hire Purchase

Deposits Mix

N

67.02% 22.84%

Savings

8.34%

Call
Non Interest
Bearing

| Nature-wise Deposit Liabilities

68.80%

Individuals

31.20%

Institutionals

Type of Customer-wise Deposit Liabilities

) JRBTY oI S %
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Dear Stakeholders,

From crisis to sustainable growth.

| hope you and your loved ones

are doing well. For the past couple

of years, we have been facing
extraordinary circumstances &
repercussions from events such as
worldwide pandemic, supply chain
disruptions, geopolitical tensions that
have not only impacted individual

but the global economy's well-being
as well. However, even with the
turbulent times, life has somewhat
started to adjust to the new normal.
Various measures by government and
regulators have managed to continue
the road to recovery for progress for
the nation's economy. | believe we are
at the cusp of sustained growth and
opportunity for the country.

Coming to the Bank's performance,
we have continued the execution

of policies formation which further
strengthened our position across
sustainability metrics, while steadily
pivoting towards growth. We persisted
with our strong focus on deposit
mobilization with 17.44% YOY growth.
We have already achieved benchmark
of collecting 100 billion plus deposit in
the fiscal year 2078/79. The deposit
growth was driven by granular retail
deposits and especially fixed deposits,
which grew faster than the overall
deposits. On the loan book side, we
remained watchful of the evolving
operating environment and the tight
liquidity scenario. Our loan growth for
the year picked up by 17.19% Y-0-Y.
With these growths our Balance sheet
has grown over 19.73% driven by
modernization, digital banking growth
and maintained profit crossing

NPR 1 Billion mark. More than
245,000 new customers were
onboarded, and now we serve more
than 119 million happy customers
which seems promising to me as a

Bank. We announced many strategic
collaborations with International
Partners, gained awards like HRM
Awards for Corporate Excellence,
Certificate of Merit of SAFA BPA
Awards 2021 and Corporate Business
Excellency Award 2022 which have
added many more feather in the
crown. We continued to invest in our
physical distribution network, and now
we have 178 branch outlets all over
the nation.

Post the pandemic, we have seen
consistent shifts in customer
behaviour towards digital and

also felt the need for business
automation reengineering. This has
led us to invest further for business
process automation which promotes
productivity. Also, Bank has been
delivering various additional online
facilities to the customers which can
reduce branch visits and hassles.
The Bank is progressing well towards
its delivering long term sustainable
growth, as we have worked on
execution on strategic priorities with
focus,

We have always placed Governance,
Transparency and Compliance as
priority in all aspects of our work.
Product Development and innovation
is always taken on consideration
while introducing new products

and services. Considering the rising
concerns of having necessary models
and ecologically safe Bank, we have
reviewed our operating strategy and
business model to align with the UN
Sustainable Development Goals

( SDGs) as best as possible. With our
CSR initiatives, we have focused to
diversify the spending on different
SDGs goals to serve as much diverse
groups as possible. The CSR initiatives
includes both our own initiatives and
also in collaboration with various social
organizations.

It is @ matter of pride that our highly
committed and capable workforce
have worked hard to deliver the
seamless banking in these tough
operating environments. The Bank
had invested to nurture all kinds of
talent and promote innovation-centric
work environment and creating an
inclusive empowering and balanced
work environment. The main focus of
the Bank for the future is to create

a sustainable business model which
empowers all the stakeholders
creating positive impact on the overall
socio-economic development in
communities we operate in.

What inspires us is the sense

of purpose that are deliver in a
sustainable way. We hold values
that encourages us to become more
ethical, reliable and transparent than
ever. We now have a long growth
runway ahead and |, along with the
management team, of the Bank

are committed to delivering on our
strategic goals and driving long-term
stakeholder value. | would also like to
provide my sincere gratitude towards
regulatory authorities for their
constant support. My appreciation to
my colleagues and members of the
Board for guiding and supporting the
management team in its endeavors.

| would like to thank our associates,
customers and stakeholders for
their perseverance and support. We
will continue to evolve and execute
success throughout our ecosystem.

Jay Muktinath!

Bharat Raj Dhakal
Chairman
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Despite a number
of obstacles, the
Bank has kept up
a competitive rate
of expansion in
terms of business,
profitability and
stakeholders value
creation.




After completion of my first term on
31st Baishakh, 2079 and as | begin
my second term as the CEO of this
amazing organization, it is a great
honor and a source of deep pride for
me to write to you. In the aftermath
of the unstable macroeconomic
conditions brought on by the
COVID-19 outbreak, | feel both
honored and firmly committed to be
the leader of and serve this Bank at
this challenging time.

Let me present to you our 16th
Annual Report for the fiscal year
2078-79 (2021-22), which among
other data and facts includes Key
Information about Muktinath, Our
Value Creation Approach, Statutory
Reports, Audited financials, apart from
Our Governance Culture , Important
Milestones, and other necessary
Disclosures.

Economy in Overall

When the global economic scenario
post Covid-19 pandemic is analysed,
there has been sequential impacts of
Supply Chain Disruption during and
post the pandemic thereby it raised
the risk both in availability and price
escalation of essential commoadities
including petroleum products globally.
The condition further got aggravated
with the start of Russia Ukrain war
since the beginning of 2022 which
caused sharp rise in the prices of
petroleum products and food items
resulting in worldwide price rises and
inflation. For combating the rising
inflations, most of the Central Banks
of major economies tightened up
the monetary measures including
hiking of policy rates which caused
increasing interest rates in the
financial system.

With the overall Foreign Trade of

NPR 2,120 Billion with 26% growth
over the corresponding period and
Import & Export partaking 90.6% &
9.4% share respectively in the total
Foreign Trade, Nepal has a Balance of
Payment deficit by NPR 255 Billion

in the year end of last fiscal year (i.e.,
2078-79). In view of the highest CPI
inflation of 8.08% during the period of
last 6 years with the further possibility
of inflation rise and with a purpose

of taming the inflation, the Central
Bank i.e, Nepal Rastra Bank has also
adopted tighter monetary measures
including raising of the policy rates
which has resulted hikes in the
interest rates in the banking sector.

According to the Central Bureau of
Statistics, the Nepalese economy

is predicted to develop at a rate

of 5.84% in terms of GDP. Strong
domestic demand growth, pro-active
fiscal policies, and an increase in
tourism activity all contributed to the
economy's recovery. However, it is
anticipated that the broken supply
chain and increase petroleum and
other commodities prices will drive
up inflation and possibly put more
strain on the balance of payments and
foreign exchange reserve.

Banking Industry

The entire liquidity situation was under
pressure due to the unpredictable
macroeconomic condition, , rising
imports, and hardly noticeable
increases in exports and remittances.
The Banks and Financial Institution
plan for business expansion has been
impacted by the liquidity shortage,
which started after the first quarter of
the review period and is still present.
Banks have to rely on money market

instruments to maintain enough
liquidity and halt loan disbursement
as a result of the assets liabilities gap
caused by reduced deposit formation
compared to loan disbursement.

During the review period, deposits

at banks and financial institutions
(BFls) rose by 9% to reach NPR 5,083
billion, while credit disbursements
increased by 13% to NPR 4,621 billion.
To maintain the liquidity, the BFls
mobilize NPR 476.39 billion through

a repo and Rs. 917011 billion under a
standing liquidity facility (SLF) during
the year.

Bank's Performance

Despite a number of obstacles, the
Bank has kept up a competitive rate
of expansion in terms of business,
profitability and stakeholders value
creation. The followings were the
significant accomplishments of this
fiscal year:

% The size of the balance sheet
expanded by 19.73% to reach
NPR 121.08 billion, making it the
development banks' strongest
balance sheet.

« The portfolio of deposits crossed
NPR 100 billion and was now
worth NPR 108.43 billion,
up 17.44% while the market
increased by 8.84%.

< Our loan book has increased
by 1719%, reaching NPR 89.54
billion at a time when the market
grew by 12.91%.














































































































































































































































































































































































































































































































































































